SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board
Author: Davi s Analyst: Jeani Brent Bill Number: AB 2097

Related Bills: See Prior Anal ysis Telephone: 845-3410 Amended Date: 05/ 16/ 2000

Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: Credit for Househol d and Dependent Care Services Necessary for Gainful
Enpl oynent

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED_February 22, 2000, STILL APPLIES.
OTHER - See comments below.

SUWARY OF BILL

This bill would allowindividuals a credit based on qualifying child or dependent care
expenses paid for the taxpayer to be gainfully enployed or to seek enpl oynent. The
credit woul d equal 25%of the current federal credit.

This bill also would require the California Research Bureau to report to the
Legi sl ature on the use of the credit.

SUWARY OF AMENDMENT

The May 16, 2000, anendnents changed the credit percentage from 100%to 25%

i ncl uded a sunset date of January 1, 2006, limted the carryover period to eight
years, and added the reporting requirement for the California Research Bureau.
These anendnents resolve the policy considerations raised in the departnent’s
analysis of the bill as introduced February 22, 2000.

Except for the issues discussed in this analysis, the renainder of the

departnent’s analysis of the bill as introduced February 22, 2000, still applies.
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TAX REVENUE ESTI MATE

Revenue | osses under the Personal Income Tax Law (PITL) are estimted to be:

Fi scal Year Cash Fl ow
Taxabl e Years Begi nning After Decenber 31, 1999
Enact nent Assuned After June 30, 2000
$ MIlions
2000-01 2001-02 2002-03
-$62 -$61 -$63

Thi s anal ysis does not consider the possible changes in enpl oynent, persona
i ncome, or gross state product that could result fromthis neasure.

REVENUE DI SCUSSI ON

Revenue | osses under the PITL woul d depend on the nunber of taxpayers who woul d
be eligible for the federal household and dependent care credit and the amount of
credit that could be applied against available state tax liabilities.

The above estinmates were based on sinulations using the departnment’s persona
i ncone tax nodel. Special programm ng was done to reflect federal |aw

BOARD POSI TI ON

Pendi ng.



